Note 8- Long-term Liabilities (Continued)

Governmental Activities (Continued)

Date Final Original  Principal
of Maturity Interest Indebted- Outstanding Interest to
Bond Issue Bonds Date Rate ness 12/31/07  Maturity
General Obligation Corporate Purpose
Bonds, Series 2002A 02/01/02  08/01/17 420% $ 36926 $ 22813 $ 6,427
General Obligation Refunding Bonds,
Series 2003A 07/01/03  08/01/17 3.48% 92,151 93,515 20,575
General Obligation Refunding Bonds,
Series 2003B 10/01/03  12/01/08 1.97% 32,848 6,280 157
General Obligation Corporate Purpose
Bonds, Series 2003A 02/01/03  08/01/18 3.95% 23,237 16,946 5,256
General Obligation Corporate Purpose
Bonds, Series 2004A 02/01/04  08/01/19 3.72% 25,095 21,124 5,808
Wisconsin Trust Loan 05/19/04  03/15/09 6.00% 19,167 8,303 742
General Obligation Corporate Purpose
Bonds, Series 2005A 11/01/05  12/01/20 4.24% 22,619 21,494 7,304
General Obligation Refunding Bonds,
Series 2005B 11/01/05  10/01/15 3.89% 58,929 59,273 14,305
General Obligation Corporate Purpose
Bonds, Series 2006A 04/01/06  10/01/21 4.14% 29,501 29,319 12,377
General Obligation Corporate Purpose
Bonds, Series 2007A 06/01/07 12/01/22 4.12% 32,422 32,422 13,063
Wisconsin Trust Loan 09/01/07  03/15/17 5.25% 1,000 1,000 319
Total Governmental Activities -- General Obligation Debt $ 414,503 $ 111,425
E———

Discount (881)
Loss (7,094)
Accretion 9,595
Premium 6,728
Total Governmental Activities -- General Obligation Debt, Net $ 422,851
Short-Term 43,790
Long-Term 379,061
Total Debt per Statement of Net Assets -- Governmental Activities $ 422,851

The ratio of the aggregate indebtedness of all taxing authorities located within the
County to equalized value of the taxable property was approximately 3.91%
including .67% related to direct County indebtedness at December 31, 2007.
Wisconsin Statutes limit the County’s direct general obligation borrowing to an
amount equivalent to 5% of the equalized valuation of taxable property. At
December 31, 2007 under Wisconsin Statutes, the County could borrow an
additional $ 2,903,638.

At December 31, 2007, the weighted average interest rate of general obligation
bonds and notes outstanding was 4.41%.
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Note 8- Long-term Liabilities (Continued)

Governmental Activities (Continued)

The maturities of the outstanding principal and related interest requirements are
as follows:

Total Debt
Service
Principal Interest Requirements
December 31
2008 $ 43,790 $ 18,257 $ 62,047
2009 44,447 19,718 64,165
2010 43,536 17,699 61,235
2011 43,422 16,720 60,142
2012 47,021 10,152 57,173
2013-2017 156,433 24,939 181,372
2018-2022 35,854 3,940 39,794
414,503 $111,425 $ 525,928
Discount (881)
Loss (7,094)
Accretion 9,595
Premium 6,728
Total Debt Service $ 422,851

On June 1 2007, the County issued $ 32,625 of General Obligation Corporate
Purpose Bonds, Series 2007A. Total proceeds of $ 30,147 (par amount of bond
issue of $ 30,125, plus accrued interest of $ 22) were used to purchase direct
obligations of the United States of America or held in cash. The proceeds will be
used to finance capital projects for general County purposes pursuant of the
County’s 2007 Adopted Capital Improvement Budget. The bonds of $ 32,422
and $ 203 were recorded in Governmental Activities and the Business-type
Activities columns on the Statement of Net Assets, respectively. Major
expenditure categories include:

Highways and Bridges $ 4,347
Transit, Parks, Recreation and Culture, Health &

Human Services, and General Government 28,278
Total $ 32,625

These bonds have semi-annual interest payments on June 1 and December 1
through 2022. The interest rate is 4.0% for 2008 through 2019, 4.125% from
2020 through 2021, and 4.25% in 2022.
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Note 8- Long-term Liabilities (Continued)

Business-type Activities

The County has pledged future airport revenues generated from the ownership
and operation of General Mitchell International Airport and Lawrence J.
Timmerman Airport, net of specified operating expenses, to repay $184,213 of
revenue bonds issued in previous years. Proceeds from the revenue bonds
provided financing for capital improvements. The bonds are payable solely from
net revenues and deposits made to the Coverage Fund, and are payable through
December 31, 2032. The Coverage Fund is equal to 25% of the highest annual
revenue bond debt service amount. Net revenues plus Coverage Fund assets
are required to cover a minimum of 125% of annual debt service for the revenue
bonds. Principal and interest paid for the current year and net revenues were
$16,620 and $23,376, respectively, resulting in net revenues of 143% of annual
debt service for 2007. The total principal and interest remaining to be paid on the
bonds is $297,655.

Business-type Activities
General Obligation and Revenue Bond Debt

Date Final Original Principal
of Maturity Interest Indebted- Outstanding Interest to
Bond Issue bonds Date  Rate ness 12/31/07 Maturity

General Obligation Refunding Bonds, Series
1993A 10/15/93 12/01/11 5.04% $ 1207 $ 158 $ 252
General Obligation Airport Bonds, Series
1999A 05/01/99 10/01/14 4.60% 6,825 3,185 598
General Obligation Corporate Purpose Bonds,
Series 1999A 05/01/99 10/01/14 4.48% 4,803 303 30
General Obligation Corporate Purpose
Refunding Bonds, Series 1999A 03/01/99 10/01/12 4.22% 1,695 758 97
General Airport Revenue Bonds, Series 2000A 06/01/00 12/01/25 5.80% 83,565 66,120 36,760
General Obligation Corporate Purpose Bonds,
Series 2000A 03/01/00 09/01/15 5.46% 2,365 336 27
Airport Refunding Bonds, Series 2001A 10/01/01 12/01/11  4.47% 1,450 580 64
Corporate Purpose Refunding Bonds, Series
2001A 10/01/01 12/01/11  3.92% 4,549 1,922 157
General Obligation Corporate Purpose Bonds,
Series 2001A 04/01/00 10/01/16 4.40% 3,495 1,901 475
Refunding Bonds, Series 2002A 06/01/02 09/01/10 3.98% 7,109 2,268 227
General Obligation Corporate Purpose Bonds,
Series 2002A 02/01/02 08/01/17 4.20% 4,299 2,437 687
General Airport Revenue Bonds, Series 2003A 01/01/03 12/01/22 4.88% 7,125 5,625 2,303
General Obligation Refunding Bonds, Series
2003A 07/01/03 08/01/17 3.48% 8,111 6,510 1,432
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Note 8- Long-term Liabilities (Continued)

Business-type Activities (Continued)

Business-type Activities
General Obligation and Revenue Bond Debt

Date Final Original Principal
of Maturity Interest Indebted- Outstanding Interestto
Bond Issue bonds Date Rate ness 12/31/07 Maturity

General Obligation Refunding Bonds, Series

2003B 10/01/03 12/01/08 1.97% $ 702 % 125 § 3

General Obligation Corporate Purpose

Bonds, Series 2003A 02/01/03 08/01/18 3.95% 2,713 2,104 653

General Airport Revenue Bonds, Series

2004A 03/31/04 12/01/29 4.47% 37,360 34,640 21,255

General Obligation Corporate Purpose

Bonds, Series 2004A 02/01/04 08/01/19 3.72% 1,855 1,521 427

General Obligation Corporate Purpose

Bonds, Series 2005A 11/01/05 12/01/20 4.24% 1,991 905 323

General Airport Revenue Bonds, Series

2005A 12/22/05 12/01/30  4.90% 29,010 28,745 23,308

Airport Refunding Bonds, Series 2005B 12/22/05 12/0114  3.65% 7,755 6,255 1,042

General Obligation Refunding Bonds, Series

2005B 11/01/05 10/01/15  3.89% 4,096 3,327 803

General Obligation Corporate Purpose

Bonds, Series 2006A 04/01/06 10/01/21  4.14% 2,094 810 365

General Airport Revenue Bonds, Series

2006A 11/16/06 12/01/31  4.60% 25,665 25,665 18,472

Airport Refunding Bonds, Series 20068 10/01/06 12/01/15  4.08% 5,020 3,440 687

General Airport Revenue Bonds, Series

2007A 11/15/07 12/01/32  4.60% 13,445 13,445 9,893

General Obligation Corporate Purpose

Bonds, Series 2007A 06/01/07 12/01/22 4.12% 203 203 86

Total Business-Type Debt $ 213,288 $ 120,426
_

Discount (2,773)

Loss (451)

Accretion 191

Premium 3,433

Total Business-Type Debt, Net $ 213,688

Short-Term General Obligation Debt 3 3,242

Short-Term Airport Revenue Bonds 7,415

Long-Term General Obligation Debt 26,233

Long-Term Airport Revenue Bonds 176,798

Total Debt Per Statement of Net Assets-Business-type Activities $ 213,688
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Note 8- Long-term Liabilities (Continued)

Business-type Activities (Continued)

The maturities of the outstanding principal and related interest requirements are
as follows:

Total Debt
Service
Principal Interest Requirements
December 31
2008 $ 10,657 $ 10,756 $ 21,413
2009 11,099 10,300 21,399
2010 10,899 9,791 20,690
2011 10,751 9,290 20,041
2012 11,127 8,672 19,799
2013-2017 50,846 35,257 86,103
2018-2022 44815 22,863 67,678
2023-2027 40,705 11,037 51,742
2028-2032 22,389 2,459 24,848
213,288 $ 120,425 $ 333,713
Discount (2,773)
Loss (451)
Accretion 191
Premium 3,433
Total Debt Service $ 213,688

Business-type Activities- Revenue Bonds

On November 15, 2007, the County issued $13,445 of Airport Revenue Bonds,
Series 2007A.The 2007 Bonds are special obligations of the County, payable
solely from revenue of the County derived from the ownership and operation of
General Mitchell International Airport and Lawrence J. Timmerman Airport on a
parity with the County’s Airport Revenue Bonds, Series 2000A, dated June 1,
2000, Airport Revenue Bonds, Series 2003A, dated January 1, 2003, Airport
Revenue Bonds, Series 2004A, dated March 31, 2004, Airport Revenue Bonds,
Series 2005A, dated December 15, 2005, Airport Revenue Bonds, Series 2006A,
dated November 16, 2006 (the “Outstanding Revenue Bonds”), and any
additional airport revenue bond which may hereafter be issued by the County, as
provided in the General Resolution. The 2007 Bonds will not be a general
obligation of the County, nor will the County be obligated to levy any taxes in
connection with the 2007 Bonds. The 2007 Bonds have semi-annual interest
payments on June 1 and December 1. The Airport Revenue Bonds, Series
2007A interest rate is 5.0% for 2008 through 2019, 4.13% for 2020, 4.25% for
2021 through 2022, 4.5% for 2023 through 2027, and 5.0% for 2028 through
2032.
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Note 8- Long-term Liabilities (Continued)

Business-type Activities- Revenue Bonds (Continued)

On November 16, 2006, the County issued $25,665 of Airport Revenue Bonds,
Series 2006A.The 2006 Bonds are special obligations of the County, payable
solely from revenue of the County derived from the ownership and operation of
General Mitchell International Airport and Lawrence J. Timmerman Airport on a
parity with the County’s Airport Revenue Bonds, Series 2000A, dated June 1,
2000, Airport Revenue Bonds, Series 2003A, dated January 1, 2003, Airport
Revenue Bonds, Series 2004A, dated March 31, 2004, Airport Revenue Bonds,
Series 2005A, dated December 15, 2005 (the “Outstanding Revenue Bonds”),
and any additional airport revenue bond which may hereafter be issued by the
County, as provided in the General Resolution. The 2006 Bonds will not be a
general obligation of the County, nor will the County be obligated to levy any
taxes in connection with the 2006 Bonds. The 2006 Bonds have semi-annual
interest payments on June 1 and December 1. The Airport Revenue Bonds,
Series 2006A interest rate is 4.0% for 2008 through 2016, 5.00% for 2021
through 2031.

On December 22, 2005 the County issued $29,010 of Airport Revenue Bonds,
Series 2005A.The 2005 Bonds are special obligations of the County, payable
solely from revenue of the County derived from the ownership and operation of
General Mitchell International Airport and Lawrence J. Timmerman Airport on a
parity with the County’s outstanding revenue bonds, and any additional airport
revenue bond which may hereafter be issued by the County, as provided in the
General Resolution. The 2005 Bonds will not be a general obligation of the
County, nor will the County be obligated to levy any taxes in connection with the
2005 Bonds. The 2005 Bonds have semi-annual interest payments on June 1
and December 1. The Airport Revenue Bonds, Series 2005A interest rate is
4.0% for 2006 through 2014, 5.25% for 2015 through 2026, 4.875% for 2027
through 2029, and 4.7% for 2030. The Series 2005A Bonds are not callable for
redemption prior to December 1, 2016.

On March 31, 2004, the County issued $37,360 of Airport Revenue Bonds,
Series 2004A. The bonds are special obligations of the County, payable solely
from revenues of the County derived from the ownership and operation of
General Mitchell International Airport and Lawrence J. Timmerman Airport on a
parity with the County’s outstanding revenue bonds. The Series 2004 Bonds are
not a general obligation of the County, nor will the County be obligated to levy
any taxes in connection with the bonds. The bonds have semi-annual interest
payments on June 1 and December 1 through 2029. The interest rate is 2.0% for
2005 and 2006, 2.5% for 2007, 3.0% for 2008 and 2009, 5.0% for 2010 through
2017, 4.625% for 2018 through 2024, and 4.50% for 2025 through 2029.
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Note 8- Long-term Liabilities (Continued)

Business-type Activities- Revenue Bonds (Continued)

On January 1, 2003, the County issued $7,125 of Airport Revenue Bonds, Series
2003A. The bonds are special obligations of the County, payable solely from
revenues of the County derived from the ownership and operation of General
Mitchell International Airport and Lawrence J. Timmerman Airport on a parity with
the County’s outstanding revenue bonds. The Series 2003 Bonds are not a
general obligation of the County, nor will the County be obligated to levy any
taxes in connection with the bonds. The bonds have semi-annual interest
payments on June 1 and December 1 through 2022. The interest rate is 3.0% for
2004 through 2006, 3.25% for 2007 and 2008, 3.75% for 2009, 4.00% for 2010,
4.25% for 2011, 4.50% for 2012, 4.625% for 2013, 5.0% for 2014-2016, 5.25%
for 2017-2019, and 5.5% for 2020 through 2022.

On June 22, 2000, the County issued $83,565 of Airport Revenue Bonds, Series
2000A. The bonds are special obligations of the County, payable solely from
revenues of the County derived from the ownership and operation of General
Mitchell International Airport and Lawrence J. Timmerman Airport on a parity with
the County’s outstanding revenue bonds. The Series 2000 Bonds are not a
general obligation of the County, nor will the County be obligated to levy any
taxes in connection with the bonds. The bonds have semi-annual interest
payments on June 1 and December 1 through 2020 with $18,350 term bonds
due December 1, 2025. The interest rate is 5.50% for 2003 through 2004, 5.00%
for 2005, 5.75% for 2006 through 2008, 5.25% for 2009 through 2010, 5.75% for
2011, and 6.00% for 2012 through 2020. The interest rate is 5.75% for the term
bonds due December 1, 2025.

Prior-Year Defeasance of Debt

In prior years, the County defeased certain general obligation bonds and Airport
revenue bonds by placing the proceeds of new bonds in an irrevocable trust to
provide for all future debt service payments on the old bonds. Accordingly, the
trust account assets and the liability for the defeased notes and bonds are not
included in the County’s financial statements. At December 31, 2007, $ 60,485 of
bonds outstanding is considered defeased.

Debt Issued on Behalf of Other Entities/ Conduit Debt

Prior to 2007, the County had approved the issuance of variable rate demand
revenue bonds (VRDRB) for the benefit of private non-profit corporations.
VRDRB's are secured by letter of credit agreements from outside banks and do
not constitute indebtedness of the County. Accordingly, the bonds were not
reported as liabilities in prior financial statements. There was $15,635 of
outstanding VRDRB'’s as of the end of 2006. During 2007, the VRDRB’s were
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Note 8- Long-term Liabilities (Continued)

Debt Issued on Behalf of Other Entities/ Conduit Debt (Continued)

fully paid off with cash or through the issuance of promissory notes by the non-
profit corporations.

In 20083, the County guaranteed $ 14,400 of loans for a local corporation. The
loans are secured by mortgages and a cash trust of $ 5,435 on certain buildings.
The loan and guarantee remain unchanged.

In 2004, the County provided a guarantee of $ 1,000 of the $ 3,200 loan of a non-
profit corporation for the purchase of a building. The guarantee is secured by a
second mortgage on the purchased building. The guarantee decreases over the
term of the loan and is currently $ 400.

In order to develop the Milwaukee County Research Park, the City of Wauwatosa
created the Tax Incremental District #2 (TID) in 1994. In 1997, the Wauwatosa
Redevelopment Authority issued redevelopment lease revenue bonds of $8,860
to fund infrastructure development costs in TID #2. In 2004, the Wauwatosa
Redevelopment Authority issued lease revenue bonds of $ 24,500 for
construction of facilities at the Milwaukee County Research Park located in TID
#2. In 2007, the Wauwatosa Redevelopment Authority retired $7,100 of principal
remaining on the 1997 bonds with redevelopment refunding lease revenue bonds
of $6,200. The County has agreed to guarantee the payment of the lease
revenue bonds, if the tax increments generated by Tax Incremental District #2
are insufficient to pay principal and interest due on the 2004 and 2007 notes.

The 2004 and 2007 redevelopment lease notes outstanding as of December 31,
2007 was $ 23,500 and $6,200, respectively.

The County had guaranteed the repayment of a working line of credit and note
agreement in the amount of $6,000 made to Milwaukee Public Museum by two
local banks. As of the end of 2007, the outstanding balance of note and line of
credit was $4,980. In February 2008, the note and line of credit were fully paid
off by contributions received by the Milwaukee Public Museum, which effectively
eliminated this guarantee.

[This section intentionally left blank]
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Note 9- Net Assets

Governmental Activities

Restricted net assets consist of the following:

Net Assets- Restricted for Debt Service $ 6,071
Net Assets- Restricted for Aging CMO 5,779
Net Assets- Restricted for Airport PFC 32,603
Net Assets- Restricted for Health & Safety 112
Net Assets- Restricted for Zoo 587
Net Assets- Restricted for Parks 853
Net Assets- Restricted for Persons with Disabilities 124
Net Assets- Restricted for Behavioral Health Division 9,671

Total $ 55,800

Business-type Activities

Restricted net assets consist of the following:

Net Assets- Restricted for Revenue Bonds $ 13,049
Net Assets- Restricted for Airport Capital Asset Needs 5,121
Total $ 18,170

Discretely Presented Component Units

Restricted net assets for the Marcus Center for the Performing Arts, the
Milwaukee County Research Park, and the War Memorial Center consist of the
following:

Restricted for Building Account-War Memorial $ 66

Restricted for Programming Events- Marcus
Center for the Performing Arts 14
Restricted for Development Fund-Research Park 165
Total $ 245

[This section intentionally left blank]
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Note 9- Net Assets (Continued)

Discretely Presented Component Units (Continued)

Restricted net assets for the Milwaukee Public Museum consist of the following:

Temporarily Restricted

Exhibits and Museum Renovations $ 1,486
Educational Lecture Costs 97
Purchase and Maintenance of Collections 649
Restricted for time 558
Held by Friends of the Museum 100
Capital Campaign 482
Purchase and Maintenance of Collections - 433
Internship Programs 77

Total Temporarily Restricted Assets $ 3,882

Permanently Restricted

Operations $ 768
Special Exhibits 287
Starr Adventure and internship 71

Total Permanently Restricted Assets $ 1,126

Note 10- Risk Management

The County is exposed to various risks of loss related to torts, theft of, damage to
and destruction of assets; errors and omissions; injuries to employee or natural
disasters. The County uses a Risk Management Fund, which is presented as an
internal service fund, to account for the financing of uninsured risks of loss. The
County is self-insured for worker's compensation. In accordance with Wisconsin
Statutes, the County’s overall exposure for general liability and automobile
liability is limited to $ 50 and $ 250 per person respectively. The County
purchases commercial insurance to cover a substantial portion of the potential
general liability, automobile liability and discrimination claims. The County also
purchases commercial insurance for claims in excess of coverage provided by
the Risk Management Fund and for all other risks of loss. Settled claims from
insured losses have not exceeded commercial insurance coverage for each of
the past three years.

All funds of the County except for the Transit System participate in the program
and make payments to the Risk Management Fund based on actuarial estimates
of the amounts needed to pay prior and current year claims and to establish a
claims reserve. In accordance with Governmental Accounting Standards Board
Statement No 10, a liability for claims is reported when it is probable that a loss
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Note 10- Risk Management (Continued)

has occurred and the amount of the loss can be reasonably estimated. Liabilities
include an amount for claims that have been incurred but not reported. Claim
liabilities are calculated considering the effects of inflation, recent claim
settlement trends including frequency and amount of payouts and other
economic and social factors. The claims liability at December 31, 2007 was

$ 8,989,

The County has recognized $ 8,989 of claims liabilities in the Risk Management
Fund. The Risk Management Fund has $ 8,989 of cash to pay for this liability.
Changes in the balances of claim liabilities during the past two years are as
follows:

Year ended Year ended
12/31/2007 12/31/2006
Beginning of year Liability $ 8,448 $ 9,114
Current Year Claims and Changes in Estimates 6,181 4,953
Claims Payments (5,640) (5,619)
End of Year Liability $ 8,989 $ 8,448

The claims liability for the Transit System at December 31, 2007 was

$ 13,365. The Transit System has recognized $ 13,365 of claims liability in
the Transit System fund. Changes in the Transit System balances of the
claims liability for the past two years are as follows:

Year ended Year ended
12/31/2007 12/31/2006
Beginning of year Liability $ 14,459 $ 11,641
Current Year Claims and Changes in Estimates 11,835 14,747
Claims Payments (12,929) (11,929)
End of Year Liability $ 13,365 $ 14,459

Note 11- Related Party Transactions

Milwaukee County provides funds required for the operation of the War Memorial
Center, Charles Allis/ Villa Terrance Art Museums and Marcus Center for the
Performing Arts. To the extent these funds exceed actual disbursements, such
excess is required to be returned to Milwaukee County. Milwaukee County and
the War Memorial Center agreed that when revenues exceed budget, the War
Memorial Center is permitted to create a reserve account whereas up to $ 25 can
be deposited annually. These funds are to be used in future years for the War
Memorial Center’s operational needs. Total appropriations received by the
Memorial for 2007 were $ 1,748. Interest earned on the investment of excess
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Note 11- Related Party Transactions (Continued)

funds is not considered to be revenue, which must be returned to Milwaukee
County. Milwaukee County has agreed to permit this interest income to be used
at the discretion of the Board of Trustees for the benefit of their respective
operations.

The Milwaukee County Treasurer’s office acts as the trustee for the Charles Allis
Art Museum Trust. Distributions from the trust totaling $ 8 were made to the
Memorial during 2007.

Effective January 1, 2006, the Marcus Center for the Performing Arts was
granted tax-exempt status by the Internal Revenue Service and the Wisconsin
Department of Revenue and now operates as a separate entity. Total
appropriations received by the Marcus Center from Milwaukee County for the
fiscal year ending December 31, 2007 were $ 1,280.

Milwaukee County has legal title to the Milwaukee Public Museum building,
exhibits and artifacts, including any building improvements and additions funded
by the County or the Milwaukee Public Museum. All such assets are leased to
the Milwaukee Public Museum under a long-term lease.

Milwaukee County and the Milwaukee Public Museum entered into an
agreement, which provides for the not-for-profit operations and management of
the Museum. The agreement, effective March 31, 1992, encompasses (1) the
lease and management of the Museum and (2) the transition of employees to
MPM, Inc. The lease and management agreement includes annual rental
payments of $10.00 (ten dollars) and is renewable every five years through
March 31, 2042. MPM, Inc. is responsible for all real estate taxes (if any), utilities,
insurance, normal repair and maintenance expenses. The agreement also
provides for substantially equivalent employee benefits for all employees then
employed by the County who became employees of MPM, Inc. in 1992.The
County is responsible for, among other items, any special assessments,
structural repairs and capital projects. The agreement also requires the County to
pay annual support. As a result of the amendment to the agreement in fiscal
1999, the base annual support level of $ 4,300 since April 1992 remained in
effect through March 21, 2002, at which time the County and MPM, Inc. were
required to renegotiate a new base level funding agreement.

An amendment was made to the lease agreement in 2005, which committed the
County to $3,381 of base level funding. In 2007, the lease agreement was
amended again as part of a recovery plan for the Milwaukee Public Museum.
The amendment provides for base annual operating support of $ 3,502 per year
for 10 years beginning in 2008 and ending in 2017. In addition, the County
committed to a minimum of $ 4,000 of in capital expenditures over a period of
five years for infrastructure and deferred maintenance projects. Total payments
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Note 11- Related Party Transactions (Continued)

for the Milwaukee Public Museum’s years ended August 31, 2007, and 2006 was
$ 3,328, and $ 3,462, respectively.

Milwaukee County and the Milwaukee County Research Park Corporation
entered into a ground lease for 100 years commencing March 24, 1993 at

$ 1.00 (one dollar) per year. This lease covers approximately 158 acres
consisting of the southwest quadrant, the Watertown Plank Road Park and Ride
Lot and approximately 15 acres of northeast quadrant of the Milwaukee County
grounds located in Wauwatosa, Wisconsin.

Milwaukee County and the Milwaukee County Research Park Corporation
entered into a lease, dated March 15, 1993 to manage and sublease the
Technology Innovation Center (TIC), also known as M-1. By an agreement,
dated September 30, 1998, the lease was extended through September 30, 2003
with three additional five-year option periods commencing October 1, 2003. On
July 18, 2000, the Milwaukee County Research Park Corporation exercised the
first option period extending the lease through September 30, 2008. The rentable
space now comprises most of the basement and the entire first through fifth
floors of the building. The rent due to Milwaukee County is based on space
actually occupied by tenants and requires the Milwaukee County Research Park
Corporation to charge annual base rentals of not less than $ 7.50 (seven dollars
and 50 cents) per tenant occupied space foot, payable monthly. Discounts to the
base rental amount require approval by Milwaukee County. As occupancy
occurs, the Milwaukee County Research Park Corporation will pay Milwaukee
County 66-2/3% of the base rent collected.

Note 12- Subsequent Events

In May 2008, the County issued $ 30,860 million of General Obligation Corporate
Purpose Bonds, Series 2008A. The bonds are being used to finance capital
projects pursuant to the County’s 2008 Adopted Capital Improvement Budget.

Note 13- Commitments and Contingencies

Claims and Other Legal Proceedings

The County is subject to numerous claims and other legal proceedings incidental
to the ordinary course of its operations, including Environmental Protection
Agency claims. Although the outcome of these claims and legal proceedings is
not presently determinable, in the opinion of the County’s corporate counsel the
resolution of these matters will not have a materially adverse effect on the
financial condition of the County.
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Note 13- Commitments and Contingencies (Continued)

Storm and Sanitary Sewer System

The County has sanitary sewer and storm sewer systems that it is responsible for
on County land. The State Attorney General issued an order that requires
monitoring, maintenance, and repair of these systems. The purpose of this order
is to ensure that the metropolitan areas sanitary sewer systems receive only
sanitary system flow from the County. Storm water shall not be allowed to flow
into the metropolitan sanitary system. The order will require future capital and
operating commitments. For 2008, the commitment is $ 2,250.

Intergovernmental Awards

Intergovernmental awards are subject to audit and adjustment by the funding
agency or their representatives. If grant revenues are received for expenditures,
which are subsequently disallowed, the County may be required to repay the
revenues to the funding agency. In the opinion of management, liabilities
resulting from such disallowed expenditures, if any, would not be material to the
accompanying government-wide and fund financial statements at December 31,
2007.

Note 14- Other Post-employment Benefits
Countywide Program (excluding Transit System)

Description and Provisions

The County administers single-employer defined benefit healthcare and life
insurance plans for retired employees. The plans provide health and life
insurance contributions for eligible retirees and eligible spouses through the
County’s self-insured health insurance plans and the County’s group life
insurance plan. The retiree healthcare and life insurance plans do not issue
separate financial reports.

The retiree healthcare benefits are authorized by County Ordinance, Section
17.14. The retirement health benefit is non-contributory for retirees with 15 or
more years of service who were hired before January 1, 1994. Retirees with less
than 15 years of service pay full premium. Retiree health insurance premiums
are charged at different rates than active employees. Retirees may enroll in
either a self-insured Health Maintenance Organization (HMO) or a self-insured
Preferred Provider Option (PPO). The non-contributory health benefit includes
reimbursement of the Medicare Part B premium for retirees and covered
spouses. Employees hired on and after January 1, 1994 are responsible for the
full cost of the health insurance premiums upon retirement. These employees
shall have the full value of their accrued sick allowance at the time of retirement
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Note 14- Other Post-employment Benefits (Continued)
Countywide Program (excluding Transit System)(Continued)

Description and Provisions (Continued)

(total hours accrued times the hourly rate at the time of retirement) credited
toward the cost of health insurance after retirement. See Note 1.D.6 for
information regarding the County’s accrued sick leave liability as of December
31, 2007.

The retiree life insurance benefits are authorized by County Ordinance, Section
62.02. Employees hired prior to January 1, 1994 who retire with no break in
service from active employee status retain group term life insurance coverage
under the same contribution schedule as when actively employed. Life insurance
coverage is the amount in force at retirement. A coverage reduction schedule
takes effect at age 65 when the plan becomes non-contributory. Employees
hired on and after January 1, 1994 are responsible for the full cost of the life
insurance premiums upon retirement.

Funding Policy

The health insurance and life insurance benefits for retirees are financed on a
pay-as-you-go basis with current tax levy funds. The County pays 100 percent of
the health insurance premium for employees 15 or more years of service that
were hired before January 1, 1994. Retirees with less than 15 years of service
and employees hired on and after January 1, 1994 are responsible for 100
percent of the health insurance premium after retirement. Employees who retire
with no break in service from active employee status that were hired before
January 1, 1994 pay group term life insurance premiums at the same contribution
schedule as when actively employed. Employees hired on and after January 1,
1994 pay 100 percent of the life insurance premiums upon retirement.

Annual OPEB Cost and Net OPEB Obligation

The County’s annual OPEB cost (expense) is calculated based on the annual
required contribution of the employer (ARC), an amount actuarially determined in
accordance with the parameters of GASB Statement 45. The ARC represents a
level of funding that, if paid on an ongoing basis, is projected to cover normal
cost each year and amortize any unfunded actuarial liability (or asset) over a
period not to exceed thirty years.
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Note 14- Other Post-employment Benefits (Continued)
Countywide Program (excluding Transit System)(Continued)

Annual OPEB Cost and Net OPEB Obligation (Continued)

The following schedules provide the components of the County’s 2007 OPEB
costs:
Schedule of Annual OPEB Costs
For the Year Ending December 31, 2007

Normal Cost $ 13,802
Amortization of Unfunded Actuarial Accrued Liability 95,796
Annual Required Contribution (ARC) 109,598
Interest on Net OPEB Obligation -
Adjustment to the ARC -

Annual OPEB Cost $ 109,598

Schedule of Employer Contributions
for the Year Ending December 31, 2007

Premiums Paid on Behalf of Retirees $ 61,042
Less: Retiree Contributions (966)

Net Employer Contribution $ 60,076
Percent of Annual OPEB Cost Contributed by Employer 54.8%

Schedule of Net OPEB Obligation
For the Year Ending December 31, 2007

Annual OPEB Cost $ 109,598
Less: Net Employer Contributions (60,076)
Net OPEB Obligation $ 49,522

Funded Status and Funding Progress

As of January 1, 2006, the most recent actuarial valuation date, the County’s
OPEB plan was not funded. The actuarial accrued liability for benefits was
$1,313,632, and there was no actuarial value of assets, resulting in an unfunded
actuarial accrued liability (UAAL) of $1,313,632. The annual payroll of active
employees covered by the plan was $99,327, and UAAL as a percentage of
covered payroll was 7.6 percent.

Actuarial Assumptions and Methods

Actuarial valuations of an ongoing plan involve estimates of the value of reported
amounts and assumptions about the probability of occurrence of future events.
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Note 14- Other Post-employment Benefits (Continued)
Countywide Program (excluding Transit System)(Continued)

Actuarial Assumptions and Methods (Continued)

Examples include assumptions about future employment, mortality, and the
healthcare cost trend. Amount determined regarding the funded status of the
plan and the annual required contributions of the employer are subject to
continual revision as actual results are compared with past expectations and
estimates are revised. The schedule of funding progress is presented as
required supplementary information following the notes to the financial
statements. As this is the initial year of reporting on the plan’s funding progress,
only one year of information is presented.

The schedules of funding progress presented in the supplementary schedules
were determined as part of the actuarial valuations at the dates indicated.
Additional information as of the latest actuarial valuation follows:

Valuation Date January 1, 2006
Actuarial Cost Method Projected Unit Credit
Amortization Method Level Payments
Remaining Amortization Period 30 Years
Asset Valuation Method Not Applicable

Actuarial Assumptions:
Investment Rate of Return 6.0%

Healthcare Cost Trend:

Less than 65 Years of Age 12.0% Grading Down to 6% at 1% Per Year
65 Years of Age and Older 10.0% Grading Down to 6% at 1% Per Year
Mortality Sex-Distinct RP2000 Combined Mortality Table
Disability Graduated Rates Based Upon Current Age

Retirement Age Estimates Vary Based Upon Historical

Experience of the County

Withdrawal Graduated Rates Based Upon Current Age,
Years of Service, and Employment Category

Rate of Salary Increases Varies from 3.8% to 8.0% Based Upon Current
Age and Employment Category
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Note 14- Other Post-employment Benefits (Continued)
Countywide Program (excluding Transit System)(Continued)

Contributions Required and Contributions Made

The County does not have a formal funding policy for it OPEB plans. It funds the
costs for retiree health insurance and life insurance premiums on an annual pay-
as-you-go basis property tax levy.

As of December 31, 2007, the County had 6,097 retirees enrolled in a health
plan. The 2007 expenditures retiree healthcare costs were $60,192. The
County’s 2007 expenditures also included reimbursement of Medicare Part B
premiums for health plan retirees of $5,601. The total health plan expenditures
were offset by $797 in retiree contributions for certain retirees who were
responsible for the partial or full health benefit premium cost.

As of December 31, 2007, the County had 2,159 retirees enrolled in the group
life insurance plan. The 2007 expenditures for the group life insurance plan were
$850. The total life insurance expenditures were offset by $169 in retiree
contributions for certain retirees who were responsible for the partial or full health
benefit premium cost.

Transit System Program

Description and Provisions

Milwaukee Transport Services, Inc. (the “Transit System”) provides single-
employer defined benefit healthcare and life insurance benefits for retired
employees. The retiree healthcare and life insurance benefits are provided
pursuant to the general labor agreement between the Transit System and the
Amalgamated Transit Union Local 998 and the Office and Professional
Employees International Union Local 35. The same benefits are provided to non-
represented employees and retirees. Employees hired after July 16, 2007 are
not eligible for retiree healthcare benefits. Employees eligible for pension
benefits who retire before April 1, 2007 with ten (10) or more years of service are
eligible for retiree healthcare benefits. Employees eligible for pension benefits
who retire after April 1, 2007 with less than twelve (12) years of service will not
be eligible for retiree healthcare benefits. Employees eligible for pension benefits
who retire after April 1, 2009 with less than fourteen (14) years of service will not
be eligible for retiree healthcare benefits. Effective July 1, 2007, all participants
are required to contribute a portion of their healthcare insurance premium up to a
maximum of 10 percent by January 1, 2010. Surviving spouses eligible for
Medicare may continue healthcare coverage under the plan provided the
surviving spouse pays 100 percent of the healthcare insurance premium. For
surviving spouses not eligible for Medicare and dependent children, the Transit
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Note 14- Other Post-employment Benefits (Continued)
Transit System Program (Continued)

Description and Provisions (Continued)

System will pay one-half (12) of the healthcare insurance premium until the
spouse becomes eligible for Medicare or remarries, provided the employee has
completed at least twelve (12) years of service. Retiree healthcare insurance
premiums are charged at the same rates as active employees. Retirees may
enroll in either of two (2) Health Maintenance Organization plans (HMO) or a
Preferred Provider Option plan (PPO).

The Transit System pays the full premiums on a term life insurance policy for all
employees who have retired onto pension, at the face value in effect at the time
of retirement. The face value for employees retiring before April 1, 2001 range
from $500 to $16,500 (five-hundred to sixteen-thousand five-hundred dollars).
The face value for employees retiring after April 1, 2001 but before April 1, 2007
is $8,500 (eight-thousand five-hundred dollars). The face value for employees
retiring after April 1, 2007 is $9,000 (nine-thousand dollars).

Funding Policy

The health insurance and life insurance benefits for retirees are recognized
under the accrual method of accounting. Under this method retiree healthcare
and life insurance benefits are recognized when the benefits are earned by
employees. In addition, the Transit System recognizes a portion of the unfunded
actuarial accrual liability (UAAL) for the past service costs of its employees and
retirees. The UAAL is amortized over thirty (30) years under the level percent
method. Under the level percent method, the UAAL is paid off by contributing a
fixed percentage of payroll each year. Under this method, the payments are
smaller in the initial years and increase over time, as the payroll increases. It is
assumed that the active group of employees’ size remains constant and that the
payroll increases 3 percent per year. It is the Transit System’s intent to
contribute the annual OPEB expense, after payment of the net retiree healthcare
and life insurance premiums, into a trust.

Annual OPEB Cost and Net OPEB Obligation

The Transit System’s annual OPEB cost (expense) is calculated based on the
annual required contribution of the employer (ARC), an amount actuarially
determined in accordance with the parameters of GASB Statement 45. The ARC
represents a level of funding that, if paid on an ongoing basis, is projected to
cover normal cost each year and amortize any unfunded actuarial liability (or
asset) over a period of thirty (30) years.
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Note 14- Other Post-employment Benefits (Continued)
Transit System Program (Continued)

Annual OPEB Cost and Net OPEB Obligation (Continued)

The following schedule provides the components of the Transit System’s 2007
OPEB costs:

Schedule of Annual OPEB Costs
For the Year Ending December 31, 2007

Normal Cost $ 5,554
Amortization of Unfunded Actuarial Accrued Liability 11,635
Annual Required Contribution (ARC) 17,189
Interest on Net OPEB Obligation -
Adjustment to the ARC -

Annual OPEB Cost $ 17,189

Schedule of Employer Contributions
for the Year Ending December 31, 2007

Premiums Paid on Behalf of Retirees $ 12,356
Contribution to OPEB Trust 8,500
Less: Retiree and Survivor Contribution (1,399)
Less: Medicare Part D (424)

Net Employer Contribution $ 19,033
Percent of Annual OPEB Cost Contributed by Employer 110.7%

Schedule of Net OPEB Obligation
For the Year Ending December 31, 2007

Annual OPEB Cost $ 17,189
Less: Net Employer Contributions (19,033)
Net OPEB Obligation (Asset) $ (1,844)

Funded Status and Funding Progress

As of December 31, 2006, the most recent actuarial valuation date, the Transit
System’s OPEB plan was not funded. The actuarial accrued liability for benefits
was $181,862, and there was no actuarial value of assets, resulting in an
unfunded actuarial accrued liability (UAAL) of $181,862. The annual payroll of
active employees covered by the plan was $61,732, and the ratio of UAAL to the
covered payroll was 2.95 to 1.
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Note 14- Other Post-employment Benefits (Continued)
Transit System Program (Continued)

Actuarial Assumptions and Methods

Actuarial valuations of an ongoing plan involve estimates of the value of reported
amounts and assumptions about the probability of occurrence of future events.
Examples include assumptions about future employment, mortality, and the
healthcare cost trend. Amount determined regarding the funded status of the
plan and the annual required contributions of the employer are subject to
continual revision as actual results are compared with past expectations and
estimates are revised. The schedule of funding progress is presented as
required supplementary information following the notes to the financial
statements. As this is the initial year of reporting on the plan’s funding progress,
only one year of information is presented.

The schedules of funding progress presented in the supplementary schedules
were determined as part of the actuarial valuations at the dates indicated.
Additional information as of the latest actuarial valuation follows:

Valuation Date December 31, 2006

Actuarial Cost Method Projected Unit Credit

Amortization Method Level Percent of Payroll

Remaining Amortization Period 30 Years

Asset Valuation Method Not Applicable
Actuarial Assumptions:

Investment Rate of Return 8.0%

Healthcare Cost Trend:

Healthcare 9% Grading Down to 5% at 1% Per Year

Prescription Drugs 12% Grading Down to 5% at 1% Per Year
Mortality 1983 Group Annuity Mortality Table
Disability Graduated Rates Based Upon Current Age
Retirement Age Estimates Vary Based Upon Historical

Experience of the Transit System

Withdrawal Graduated Rates Based Upon Current Age,
Years of Service, and Employment Category
Rate of Salary Increases 3% per Year
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Note 14- Other Post-employment Benefits (Continued)
Transit System Program (Continued)

Contributions Required and Contributions Made

The Transit System’s policy is to fully fund its OPEB plan. The Transit System
funds its annual OPEB cost with operating revenues and tax levy support from
Milwaukee County and the State of Wisconsin. As of December 31, 2007, the
Transit System had 967 retirees and survivors enrolled in the HMO and PPO
healthcare plans. The 2007 expenditures for the HMO and PPO healthcare plans
were $ 12,087. The total HMO and PPO expenditures were offset by $ 1,399 in
retiree contributions for certain retirees and survivors who were responsible for
the partial or full health benefit premium cost, and $424 in Medicare Part D
reimbursements.

As of December 31, 2007, the Transit System had 850 retirees enrolled in the life

insurance plan. The 2007 expenditures for the life insurance plan were $269.
There were no employee contributions towards the life insurance plan.

Note 15- Employee Retirement Systems and Pension Plans

Plan Description and Provisions

Milwaukee County has one retirement plan (“Retirement System”), which
consists of two different systems that cover two different groups of employees
within the Milwaukee County workforce. The systems within the one retirement
plan are the Employees’ Retirement System of the County of Milwaukee and the
OBRA 1990 Retirement System of the County of Milwaukee. All assets
accumulated for the payment of benefits within the retirement plan may legally be
used to pay any member or beneficiary of two systems within the plan.

Employees’ Retirement System of the County of Milwaukee (“ERS”) -
Substantially all full-time employees of the County are participants in the ERS,
which was created by Section 201.24 of the County Ordinances, and which is a
single-employer defined benefit pension plan that is substantially non-
contributory.

A participant, who terminates employment after five years of credited service is
eligible for a deferred vested pension, beginning as of the participant’s normal
retirement date. The normal retirement benefit is a monthly pension for the life of
the participant. For deputy sheriff participants with less than 15 years of service,
the normal retirement age is 57 or age 55 and 15 years of service. For all other
participants, the normal retirement age is 60, although some labor agreements
additionally require at least five years of creditable service at age 60. Active
participants are also eligible to retire when their age added to their years of
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Note 15- Employee Retirement Systems and Pension Plans
(Continued)

Plan Description and Provisions (Continued)

service equals 75. The County ordinance and labor agreement require an
employee to be a member prior to a stated date in order to qualify for the” rule of
757,

The normal retirement benefit payment for a participant whose continuous
membership began prior to January 1, 1982, is equal to 2.5% for elected officials,
and 2.0% for all other participants, of the participant’s three year final average
monthly salary, as defined in the Ordinances and labor agreement, multiplied by
the number of years of credited service. Except for represented deputy sheriffs
and elected officials, employees whose membership in the ERS began before
January 1, 1982, will receive a bonus added to their final average salary of 7.5%
for each year of service credit earned after January 1, 2001 up to a maximum
bonus of 25% of final average salary.

The amount of normal retirement benefit payable for represented deputy sheriffs
hired before July 1, 1995 is equal to 2.5% and hired after June 30, 1995 is 2.0%
times the participant’s five-year final average monthly salary, as defined in labor
agreements, multiplied by the number of years of credited service. The amount of
normal retirement benefit payable for a participant whose continuous
membership began after January 1, 1982 is as follows: 2.5% for non-represented
deputy sheriffs, deputy sheriff lieutenants, deputy sheriffs employed in the
Executive Compensation Plan and DA investigators hired before July 1, 1995;
2% for non-represented deputy sheriffs, deputy sheriff lieutenants, deputy
sheriffs employed in the Executive Compensation Plan, DA investigators hired
after June 30, 1995; 2% for elected officials, firefighters and non-represented
firefighters beginning January 1, 1999; and 1.5% for all other participants, of the
participant’s five-year final average monthly salary, as defined in the Ordinance
and labor agreements, multiplied by the number of years of credited service.

Those employees whose membership in the ERS began after December 31,
1981, or for a non-represented Deputy Sheriff, whose service began after June
30, 1995, will have all service credited after January 1, 2001 with a 2% multiplier.
Also, for each year of pension service earned after January 1, 2001, eight years
of service earned prior to January 1, 2001, shall be credited with an additional
.5% multiplier.

Each year after retirement, the amount of monthly benefit is increased by an
amount equal to 2.0% COLA of the benefit paid for the first full month of
retirement. However, the maximum benefit payable, excluding any post-
retirement increases, to a participant cannot exceed the sum of 80% of the
participant’s final average monthly salary.
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Note 15- Employee Retirement Systems and Pension Plans
(Continued)

Plan Description and Provisions (Continued)

Beginning in 2001, the ERS also provides for a “back drop” pension benefit that
permits an employee to receive both a lump-sum cash payment and a monthly
pension benefit upon retirement. The lump-sum cash payment is the total of the
monthly pension benefits, adjusted for COLA increases, that a member will be
entitled to from a prior date (back drop date) to the date that the member
terminates employment plus interest compounded monthly. The backdrop date
must be at least one year prior to the termination date and the member must
have been eligible to retire as of that date. In addition the member will be entitled
to a COLA adjusted monthly pension benefit as if the member had retired on the
backdrop date. Non-represented employees and elected officials hired on or after
March 15, 2002 are not eligible to receive the backdrop pension benefit and
individuals elected after March 15, 2002 are not eligible to receive the additional
.5% pension benefit multiplier. All benefit payments under the plan are subject to
the limitations prescribed by Section 415 of the IRS Code.

Participants should refer to applicable ordinances or labor agreements for more
complete information.

The County issues a publicly available financial report that includes financial
statements and required supplementary information for the ERS and OBRA. The
financial report may be obtained by writing to the Pension Board, 901 North 9
Street, Room 210-C, Milwaukee, Wisconsin 53233 or by calling (414) 278-4207.

OBRA 1990 Retirement System of the County of Milwaukee (OBRA) — The
County established the OBRA 1990 Retirement System of the County of
Milwaukee (“OBRA”) to cover seasonal and certain temporary employees who
are not enrolled in the ERS. Assets of the OBRA system are commingled for
investment purposes with the assets of the ERS. The OBRA system is a single-
employer defined benefit pension plan that is non-contributory

The normal retirement benefit is payable upon request of any participant that has
attained age 65. The amount of the normal retirement benefit is equal to one-
twelfth of 2% of the participants average compensation multiplied by years of
service (not in excess of 30). Average compensation is equal to the total
earnings accumulated during the participant’s employment with the County for
years subsequent to December 31, 1991.

The County issues a publicly available financial report that includes financial
statements and required supplementary information for the ERS and OBRA. The
financial report may be obtained by writing to the Pension Board, 901 North 9"
Street, Room 210-C, Milwaukee, Wisconsin 53233 or by calling (414) 278-4207.
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Note 15- Employee Retirement Systems and Pension Plans
(Continued)

Summary of Significant Accounting Policies- Pension Fund

Basis of Accounting — The financial information of the ERS was prepared using
the accrual basis of accounting. Employee and employer contributions are
recognized as revenue in the period in which employee services are performed
and expenses are recorded when the corresponding liabilities are incurred. On
an annual basis, the County performs an actuarial valuation of the plan’s assets
and liabilities.

Expenses — Administrative expenses incurred by the County related to the ERS
are payable by the ERS to the County. Such expenses totaled $ 916 and $ 988,
in 2007 and 2006, respectively.

Investments - Investments, primarily stocks, bonds, certain governmental loans
and mortgage-backed certificates, are stated at quoted fair value. Temporary
cash investments are valued at cost, which approximates fair value. Investments
in venture capital partnerships are valued at estimated fair value, as provided by
the ERS’s venture capital investment manager. Investment transactions are
recorded on the trade date. Realized gains and losses are computed based on
the average cost method. Assets of the OBRA are commingled for investment
purposes with the assets of the ERS.

Valuation of International Securities— Securities and other assets and liabilities
denominated in foreign currencies are translated into U.S. dollar amounts on the
date of valuation. Purchases and sales of securities and income items
denominated in foreign currencies are translated into U.S. dollar amounts on the
respective dates of such transactions.

Security Lending — The Milwaukee County Employees’ Retirement System is
authorized by County Ordinance and Board of Trustee policies to lend its
investment securities. The ERS”s custodian manages the securities lending
activity. The Securities Lending Agreement may be terminated at anytime by
either party upon written notice to the other party. There were no significant
violations of legal or contractual provisions, no borrower or lending agent default
losses, and no recoveries of prior-period losses during the year. There are no
income distributions owing on the securities lent. The average term of loans is
one week.

The ERS participates in a security-lending program for the lending of corporate
bonds, equity and government securities to qualified brokers. Collateral received
for securities loaned consists primarily of cash. Other forms of collateral are
letters of credit and government agency securities. Collateral for domestic issues
is set at 102% of the fair value of the securities loaned at the time of the initial
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Note 15- Employee Retirement Systems and Pension Plans
(Continued)

Summary of Significant Accounting Policies- Pension Fund

(Continued)

transaction. If the value falls to 100% of the fair value of the securities loaned,
additional collateral is obtained to reestablish collateral at 102% of the fair value
of the securities loaned. Collateral for international securities is maintained at a
level of 105% of the fair value of securities loaned at all times. The net
investment income earned on collateral is divided between the custodian, as a
fee for its services under the programs and the ERS, according to agreed upon
rates. For 2007 and 2006, the net investment income realized from the security
lending was $ 414 and $ 283 respectively.

Securities loaned and the collateral held were as follows:

As of December 31

2007 2006
Fair Value of Securities Loaned: $ 111,038 $ 154,351
Fair Value of Collateral: $ 113,823 $ 159,323
Percent Collateral to Securities Loaned: 102.51% 103.22%

The collateral received from security lending transactions is recorded as assets
at quoted fair value on the financial statement date. The ERS records an
identical amount as a liability, representing the obligation of the ERS to return the
collateral at the time the borrower of the ERS’s securities returns those
securities.

The collateral received from securities lending transactions includes cash of

$ 105,540 and $ 153,669 and U.S. Treasury securities of $ 8,283 and $ 5,654,
for the years ending December 31, 2007 and 2006, respectively. Under the terms
of the securities lending agreement, the ERS has the right to sell or pledge the
cash collateral. Non-cash collateral in the amount of $ 8,283 and $ 5,654 for
years ended December 31, 2007 and 2006, respectively, is controlled by the
custodian and, correspondingly, is not reflected in the financial statements.

Actuarial Assumptions and Methods

The schedules of funding progress presented in the supplementary schedules
were determined as part of the actuarial valuations at the dates indicated.
Additional information as of the latest actuarial valuation follows:
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Note 15- Employee Retirement Systems and Pension Plans
(Continued)

Actuarial Assumptions and Methods (Continued)

ERS OBRA
Valuation Date 1/1/08 1/1/08
Actuarial Cost Method Entry Age Normal Unit Credit Method
Amortization Method Level Percent of Payroll, Closed Level Percent of Payroll, Closed
Remaining Amortization Period 5-30 Years 5-30 Years
Asset Valuation Method 5-Year smoothed Market Market
Actuarial Assumptions:
Investment Rate of Return 8.0% 8.0%
Projected Salary Increases 3.5% 3.0%
Mortality-Healthy Pensioners Sex-Distinct UP- Sex-Distinct UP-
1994 Mortality Table 1994 Mortality Table
Mortality-Disabled Pensioners ~ RP2000 Disabled Mortality Table -
Inflation Rate 3.0% 3.0%

2008 Changes in Plan Provisions or Actuarial Assumptions

e Changed maximum period for backdrop period to earliest unreduced
benefit.

e [ncreased annual compensation limit to $ 230,000.

¢ Increased annual benefit limit to $ 185,000.

2007 Changes in Plan Provisions or Actuarial Assumptions

e Changed disability assumption from assuming 100% of disabilities are
Ordinary to 10% Ordinary and 90% Accidental for represented
employee and 95% Ordinary and 5% Accidental for non-represented
employees.

e Changed the backdrop assumption from 70% of eligible employees
elect a backdrop with an average backdrop period of four years to 75%
of eligible employees elect a backdrop, where 75% are assumed to
take the maximum period available to them and 25% take half the
maximum period available.

¢ Increase annual compensation limit to $ 225,000.

e Increase annual benefit limitto $ 180,000.

2006 Changes in Plan Provisions or Actuarial Assumptions

e Increased annual compensation limit to $ 220,000.
e Increased annual benefit limit to $ 175,000.
e Decrease in the discount rate to 8.0%
¢ Increase in backdrop utilization assumption from 50% to 70%
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Note 15- Employee Retirement Systems and Pension Plans
(Continued)

Actuarial Assumptions and Methods (Continued)

2005 Changes in Plan Provisions or Actuarial Assumptions

e Increase annual compensation limit to $ 210,000.
¢ Increase annual benefit limit to $ 170,000.

Contributions Required and Contributions Made

The ERS’ funding policy provides for periodic County contributions at actuarially
determined rates that, expressed as percentages for annual covered payroll, are
sufficient to accumulate sufficient assets to pay benefits when due. Payroll
contribution rates are determined using the Entry Age Normal method of funding.
The ERS also uses the level percentage of payroll method to amortize the
unfunded liability over a 30-year period in 2007. The significant actuarial
assumptions used to compute the contribution requirements are the same as
those used to compute the pension benefit obligation.

The County makes contributions to the ERS based upon actuarially determined
contribution requirements, as well as additional contributions at the discretion of
the County Board. Actuarially determined contribution requirements are set
during the County’s budget process. The data available for the determination is
based upon the prior fiscal year's demographics. The actuarially determined
contribution requirements set during the budgeting process may differ from the
annual required contribution (ARC) for the current period as a result of changes
in plan provisions implemented subsequent to approval of the County budget.
During the year, the ERS accrues only those contributions that the County is
statutorily required to pay. This consists of those contributions that were
included in the County’s current year budget and any additional contributions that
may have been committed at the discretion of the County Board.

[This section intentionally left blank]
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Note 15- Employee Retirement Systems and Pension Plans
(Continued)

Contributions Required and Contributions Made (Continued)

Three year Trend Information for the ERS and OBRA are as follows:

Annual Percentage Net
Fiscal Year Pension of APC Pension
Ending Cost (APC) Contributed Obligation
ERS 12/31/07 $ 53,063 941% $ 24,369
12/31/06 52,638 52.1% 25,636
12/31/05 37,608 94.2% -
Annual Percentage Net
Fiscal Year Pension of APC Pension
Ending Cost (APC) Contributed Obligation
OBRA
12/31/07 $ 558 108.9% $
12/31/06 499 92.6%
12/31/05 386 94.5%

County contributions totaling $ 49,291 and $ 27,435 were recorded in 2007 and
2006 respectively. The 2007 and 2006 contributions were less than the total
actuarial required contribution using the Entry Age Normal method of funding
with normal cost computed as a level percentage of pay. The County’s
contributions to the ERS were 21.7% and 12.3% of annual covered payroll for
2007 and 2006, respectively.

OBRA’s funding policy provides for an annual County contribution at an
actuarially determined rate. Liabilities and contributions are computed using the
Unit Credit method of funding. OBRA also used the Unit Credit method to
amortize the unfunded liability over a 30-year period. The actuarial accrued
liability of OBRA at December 31, 2007 and 2006 was $ 4,077 and $ 3,843
respectively, leaving net assets available less than the actuarial accrued liability
of ($ 2,722) and ($ 2,582) respectively. The County made contributions to the
OBRA system totaling $ 529 in 2007.

The accrued pension payable at December 31, 2007 of $ 49,794 represents the
pension expense of ERS and OBRA recorded in 2007 that will be paid by June
2008.
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Note 16- Restatement of Fund Balance and Net Assets
Enterprise Fund Behavioral Health Division

Effective January 1, 2007 the County accounted for its Behavioral Health Division
(BHD) as a component of the General Fund. Prior to January 1, 2007, these
activities were accounted for and reported as an enterprise fund. The County has
restated its December 31, 2006 net assets, General Fund fund balance and
Nonmajor Governmental Funds fund balance to reflect this change in accounting
reporting. To facilitate the change from the full accrual basis to the modified
accrual basis, the capital assets, accumulated depreciation, and related debt of
BHD were removed from the enterprise funds and transferred to the General
Fund. In addition to reporting BHD as a component of the General Fund, the
compensated absences liability and related assets that were previously reported
in the BHD enterprise fund are now reported as part of the BHD special revenue
fund which is included in the Nonmajor Governmental Funds.

The entries relating to these reporting changes are detailed below:

Behavioral
Nonmajor Health
General Governmental  Enterprise
Fund Funds Fund
Fund Balance/Net Assets, December 31, 2006 (as reported) $ 39,280 $ 36,000 $ 4,326
Add (Deduct):
Reclassification (to) from other fund types 4,326 - (4,326)
Cash and investments (9,852) 9,852 -
Capital assets, net of accumulated depreciation (9,783) - -
Long-term obligation 16,560 - -
Fund Balance/Net Assets, December 31, 2006 (as restated) $ 40,531 $ 45,852 $ -
Governmental Business
Activities Activities
Net Assets, December 31, 2006 (as previously reported) $ 239,011 $ 215,627
Add (Deduct):
Reclassification of net assets (to) from other fund types 4,326 (4,326)
Net Assets, December 31, 2006 (as restated) $ 243,337 $ 211,301
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